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Investment behaviour of an investor is strongly influenced by his/her risk tolerance level. 

However demographic characteristics of the investors drive their risk aptitude. Present 

study aims at investigating the critical role of demographic variables of age, gender, 

income, marital status, educational qualifications and occupation on risk tolerance level of 

investors. An instrument developed by Gomez-Mejia and Balkin (1989) is used to measure 

the risk aversion level. To interpret the results, the scores were evaluated by the theory 

developed by Barsky et al. (1997) is used. Regression analysis is used to investigate the 

relationship between above mentioned demographic variables and overall risk tolerance 

level, high risk tolerance level and low risk tolerance level of investors with respect to 

investment behaviour. The results of the study indicate that the dynamic role of 

demographic variable in present scenario is influencing the risk tolerance and aversion 

aptitudes to a large extent. The regression results indicate that demographic variables of 

age, gender, income and marital status have a significant relationship with overall risk 

tolerance level. The results of the study gives valuable insights into investor‟s risk tolerance 

level which can be used to make necessary changes in portfolio management strategies.  
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1. Introduction  

Investment behaviour of investors is an area of great 

interest for researchers from last few decades. Investment 

involves allocation of funds in various avenues with the hope of 

stretching and expanding the financial power with high returns 

and payoffs. Traditional theories of investment presume that the 

basic attribute of an investor is rationality (Von Neumann and 

Morgenstern, 1944). But with growth advancements in financial 

sector and knowledge domain of investors, the behaviour 

depicted by investors is dynamic and unpredictable to an extent. 

It is highly affected by numerous factors present in the financial 

spectrum that can be intrinsic as well extrinsic in nature. 

 

Investors take investment decisions in dilemma about the 

risk and return profile of various avenues. There are numerous 

of studies focusing on availability of different avenues of 

investment (Geetha and Ramesh, 2011). Also, there is a pool of 

literature that explores the factors that influence investor‟s 

behaviour and their preferences among various investment 

choices (Chambers and Schlagenhauf, 2002; Gomes, et. al, 

2004; Kesavanet al., 2012). Behaviour of investor is influenced 

by number of factors that include personality attributes, socio-

psychological and demographic factors to name a few. 

Investment decision of investor is also related to his/her 

capacity of bearing risk and the attitude towards risk. Risk 

attitude of investor determines the investment style that gives 

preference to some specific investment options over others (Bali 

et al., 2009; Fellner and Maciejovsky, 2007; Hunter and Kemp, 

2004). Key factors determining the risk attitude and investment 

decision identified by many researchers are personality traits, 

emotional stability, knowledge and experience and many more 

(Corter and Chen, 2005; Grable, 2000; Hunter and Kemp, 2004; 

Young et al., 2012). Picking the thread from the studies 

conducted by Achar, 2012 ,Jain&Mandot, 2012; Jamshidinavid 

et. al., 2012; Geetha& Ramesh, 2011, the present study 

focuses on the relationship between various demographic 

variables and overall risk tolerance. Risk tolerance is one factor 

that determines the combination of investment options in a 

portfolio which is most favourable in terms of risk and return 

according to the needs and requirements of the individual 

(Droms, 1987).  

 

Lewellenet al. (1977) concluded that there is a significant 

relationship between risk tolerance level and demographic 

variables like age, gender, income etc with respect to 

investment choices. Further the study conducted by Mittal and 

Vyas (2009) explored impact of several demographic variables 

on overall risk tolerance. He explained that higher income 

investor prefer to invest in high risky investment options like 

mutual fund and equity market whereas investors with lower 

income prefer to invest in low risky investment options like post 

office schemes. He also concluded that male investors prefer 

risky investment options as compare to their female 

counterparts. Regarding the factor of age, the study found that 

young investors prefer risky investment choices as compare to 

the older investors. Educational level also proved to be 

positively related to the risk tolerance of investors in investment 

decisions. Occupation also plays an important role in influencing 

the investment decisions of investors.            The purpose of 

present study is to explore the impact of demographic variables 

of age, gender, income, marital status, occupation and 

educational qualification on overall risk tolerance of investors. 

The study will provide insights about the behaviour of investors 

in building preferences among various investment options 

depending upon their demographics. 

 

2. Objectives of the study  

1. The main objective of the study is to explore the 

impact of demographic variables on overall risk 

tolerance with respect to investment decisions. 
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2. The study also intends to investigate the relationship of 

demographic variables with varied levels of risk 

tolerance represented by investors. 

 

3. Hypothesis of the study  

H01: Age has no significant effect on overall risk tolerance 

levels of investors 

H02: Gender has no significant effect on overall risk 

tolerance of investors 

H03: Marital status has no significant effect on overall risk 

tolerance of investors 

H04: Income level has no significant effect on overall risk 

tolerance of investors 

H05: Educational Qualification has no significant effect on 

overall risk tolerance of investors 

H06: Occupation has no significant effect on overall risk 

tolerance of investors 

H07: Demographic variables has no significant effect on high 

risk tolerance levels of investors 

H08: Demographic variables has no significant effect on low 

risk tolerance levels of investors 

 

4. Research Methodology 

The assessment of overall risk tolerance considers the 

attitudinal element of risk as well as extent of relative risk 

aversion. Overall risk tolerance is the inverse of risk aversion 

(Barsky et al., 1997; Hanna and Chen, 1997; Hanna et al., 

2001; Faff et al., 2008). 

 

Tolerance = 1/Aversion X100 

 

It implies that high risk tolerant investors usually hold a 

higher ratio of risky investment options as compared to low risk 

tolerant investors (Riley and Chow, 1992; Grable and Lytton, 

1998). In the study, risk aversion has been measured using an 

instrument developed by Gomez-Mejia and Balkin (1989). This 

scale was based on the theoretical concept of Slovic (1972) and 

Gupta and Govndarajan (1984) and uses four items like “I am 

not willing to take risk when choosing a stock or investment”. 

The scale uses five point Likert type responses ranging from 

strongly agree to strongly disagree. A high score indicates a 

tendency to avoid the risk related to investment choices. For 

interpreting the value of risk aversion, the theory given by 

Barsky et al. (1997) is used. The indicator is provided in Table 

(1). 

TABLE 1: Risk Aversion Levels 

Risk Aversion Levels Interpretation 

Higher than 5.9 Very High 

Between 5.8-4.4 High 

Between 4.3-3.6 Average 

Between 3.5-3.0 Low 

Below than 2.9 Very Low 

 

For interpretation of risk tolerance, the indicator given by 

Hair et al. (2008) has been used. Table (2) provides the same. 

 

Table 2: Interpretation of Risk Tolerance Scores 

Total Points (i.e., Risk 

Tolerance Scores) Between 

Interpretation (i.e., Risk 

Tolerance Levels) 

0-17 Low 

18-23 Below Average 

24-28 Average 

29-34 Above Average/High 

35-40 Very High 

 

To get the demographic profile of the respondents, data was 

collected on various parameters viz 2 categories of gender 

(Male,1 and Female,2); Age (20-30 years, 30-40 years, 40-50 

years and above 50 years),though no data was received for 

above 50 years age category. For income three representative 

levels were taken upto 5 Lacs (1), 5-10 Lacs (2) and Above 10 

Lacs (3). In regard to educational level, four categories were 

used Graduates (1), Post Graduates (2), Doctoral (3) and 

Professionals like CA, CS, MBBS etc. (4). For consideration of 

marital status, two categories were used Married (1) and 

Unmarried (2). Lastly, for occupational groups, five categories 

were used Service (1), Business (2), Retired (3), Student (4) 

and Professionals (5), though no data was received for retired 

respondents. 

 

Based on previous studies conducted by Larkin et al. 

(2012), Olga (2015) and Mac &Ip (2017) regression analysis is 

used in the present study. Moreover, in the present study 

regression is found to be one of the suitable tools that assesses 

the relationship between variables of the study and helps in 

identifying the direction of that relationship. 

 

Regression statistics is used to analyse the relationship 

between overall risk tolerance levels and demographic variables 

which includes age, income, marital status, gender, educational 

level and occupation. To further investigate the relationship 

between demographic profile of respondents and high risk 

tolerance and low risk tolerance, regression analysis was also 

conducted separately on obtained data. The mean score of risk 

tolerance level for the sample is estimated to be  30.144, 

Following the methodology adopted by Grable and Lytton 

(1999) and Anbar and Eker (2010), respondents with mean 

score below 30.144 are categorized as low risk tolerance level 

investors and respondents with mean score above 30.144 are 

categorized as high risk tolerance level investors. In total, the 

sample comprises of 74 respondents, out of which 37 are high 

risk tolerance level investors (50%) and 37 are low risk 

tolerance level investors (50%). For computation purpose, high 

risk tolerance level investors and low risk tolerance investors 

were coded as 1 and 0 respectively. 

 

The study can be represented in the form of following 

regression equation: 

 

 
 

Where, Ri = overall risk tolerance 

 

Similarly the same equation was used to compute 

regression analysis for High risk tolerance levels and Low risk 

tolerance level of investors independently. 

 

5. Literature Review 

Risk Tolerance 

Risk tolerance refers to a person‟s attitude towards 

accepting or restricting risk, is a vital concept that has 
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implications in financial sector. Risk tolerance can be explained 

as the intensity of risk the investors are willing to take while 

taking investment decisions under ambiguity (Hallman and 

Rosenbloom, 1987). Studies conducted by Schooley and 

Worden (1996) and Bailey and Kinerson (2005) concluded that 

there is a strong relationship between risk tolerance and 

investment behaviour. Also, Investor can assess their level of 

risk tolerance while making investment choices (Hallahan, Faff 

and McKenzie, 2004). Further studies argued that investment 

risk attitude share a strong relationship with the inbuilt riskiness 

in investor portfolio (Warneryd, 1996; Keller and Siegrist , 

2006). The studies also measured the ability of taking risk which 

helps in their decision to invest in low, medium or high risky 

investment choices (WaËrneryd, 2001). Investors who possess 

the ability to take higher risk preferred to invest in stocks as 

compare to low risky investors who prefer invest in fixed 

deposits, mutual funds and other secured options (WaËrneryd, 

2001; Clark-Murphy and Soutar, 2004; Wood and Zaichkowsky, 

2004). Moreover, researchers had analyzed that the investment 

decision  is not only influenced by risk tolerance but other 

factors like level of income and availability of an investment 

account also plays a vital role (Keller and Siegrist, 2006; Bali et 

al., 2009). Studies have also investigated that behaviour of 

investor in risky investment choices can be measured by 

different factors like risk aversion attitude, tenure of investment, 

awareness levels, psychological and perceptual biases and 

societal norms (Lewellen et al., 1977; Kahneman and Tversky, 

1979, Chaurasia 2017). Study conducted by Lewellen et al. 

(1977) found that demographic variables of age, gender, 

income and education influence investor‟s attitudes in taking 

investment decisions. In addition to this a study conducted by 

Kourtidis et al., 2011 reemphasized that level of risk tolerance is 

higher in males as compared to females. Results from the study 

conducted by Selcuk et al., 2010; Grable et al., 2004 indicated 

that respondents from younger age groups are more risk 

tolerant than older ones. 

 

Age 

It is believed that the level of risk tolerance has a negative 

relationship with age (Wallach and Kogan, 1961; McInish, 1982; 

Morin & Suarez, 1983; Palsson, 1996, Riley & Chow, 1992; 

Bajtelsmit and VanDerhai, 1997, Jiankopolos and Bernasek, 

2006, Chattopadhyay&Dasgupta, 2015). This result can be 

elucidated by the fact that investors from younger age groups 

have a greater (expected) number of years to recuperate from 

the losses incurred with risky investments. Other studies in this 

regard however, reveal evidence of a positive relationship 

(Grable, 2000; R.kasilingam et al. 2009, Kourtidis et al., 2011) 

and fall short to detect any significant impact of age on risk 

tolerance (Wang & Hanna 1997; Grable &Joo, 1997; Grable & 

Lytton, 1998, Hanna, Gutter, & Fan, 1998; Grable 2000, 

Hariharan, Chapman, &Domian, 2000; Gollier&Zeckhauser, 

2002). Further some studies concluded that there is no 

significant relationship between investors age and financial risk 

tolerance (Al-Ajmi,2008, Anbar and Eker 2010, Gumede, 2009). 

 

Gender 

Previous studies provide relevant evidence that level of risk 

tolerance has a significant relationship with gender 

(Bajtelsmit&Bernasek (1996), Palsson (1996), Jianakoplos and 

Bernasek (1998), Herrmann (2007)). The studies found that 

female has lower risk tolerance as compared to their male 

counterparts (Bajtelsmit, Bernasek and Jianakoplos (1999), 

Stendardi et al., 2002, Powell and Ansic (1997), Grable 

(2000).However, some studies gave a contradictory view that 

gender has no significant relationship with risk tolerance (Grable 

and Joo (1999), Hanna, Gutter, and Fan (1998), Schubert et 

al.1999). Also, a study conducted by Olga and monowar (2015) 

indicated that females are more keen to invest in risky assets as 

compared to males. In addition to the above studies, 

Chattopadhyay&Dasgupta, 2015 reported that female investors 

are more risk tolerant than their male counterparts. 

 

Education 

Education is another demographic variable that is thought to 

influence an investor‟s capacity to identify and assess risks 

associated with different investment choices and therefore lead 

to higher financial risk tolerance (Baker &Haslem, 1974; 

Haliassos&Bertaut, 1995; Sung & Hanna, 1996, 

Chattopadhyay&Dasgupta, 2015). The study conducted by 

Grable, J. E., & Lytton, R. H. (1999) identified and concluded 

that the various levels of risk tolerance varies due to investor‟s 

level of education and their understanding of various financial 

instruments. Formally attained education results in higher 

financial risk tolerance during investments (Sung and Hanna, 

1996). Educational level attained and risk tolerance ability were 

found to be positively related (Kimball et al. 2007, Graham et al. 

2009). On the Contrary, some researchers found no significant 

relationship between education and risk tolerance level 

(Strydom et al. (2009), Gumede (2009). 

 

Income 

Previous literature provides strong evidence regarding the 

significant relationship between Income and risk tolerance 

(Friedman, 1974; Cohn et al., 1975; Blume, 1978; Riley & 

Chow, 1992; Grable & Lytton, 1999; Schooley& Worden, 1996; 

Bernheim et al., 2001, Chattopadhyay&Dasgupta, 2015). Also 

the study conducted by Hinz et al., J. A. 1997 and Terry and 

Parker, 2010 concluded that financial wealth had a positive and 

significant impact on the level of risk chosen in a portfolio. 

Higher level of income generates the capacity of bearing the 

losses associated with high risky investment options (Bernheim 

et al., 2001, Olga &monowar, 2015, Kannan&Vijayakumar 

2015). Alternatively, investors having high income and wealth 

were found to be more conservative in terms of investing their 

money while investors with low level of income and wealth may 

invest in high risky investments with a hope of getting higher 

returns and payoffs (Bowman ,1982). Also some studies 

revealed that income has no significant relationship with risk 

tolerance level (Strydom et al., 2009). 

 

Marital Status 

Researches investigating the relationship between marital 

status and risk tolerance level reveal contradictory point of 

views. Some studies did not found any significant relationship 

between marital status and risk tolerance level (McInish, 1982, 

Masters, 1989; Haliassos and Bertaut, 1995). Married investors 

tend to maintain a blend of risky and non risky investment 

preferences in their portfolio (Bernasek&Shwiff, 2001). On the 

other hand some studies gave evidence that single investors 

are more risk tolerant as compared to married investors 
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(Roszkowski, Snelbecker, &Leimberg, 1993, Lazzarone, 1996 

Barber and Odean, 2001, Chattopadhyay&Dasgupta, 2015). 

 

Occupation 

Occupation as a demographic factor also has a relationship 

with risk tolerance level. According to the 

MacCrimmon&Wehrung, 1985, investors engaged in business, 

trade or profession tend to take higher level of risk as compare 

to the salaried investors. Risk taking ability is also affected by 

the occupational status; investors from high ranking 

occupational groups choose more risky investments as 

compare to low ranking occupational groups (Roszkowski et al., 

1993, Barnewall, 1988). 

 

6. Research Gap 

Demographic profile of investors in India is rapidly changing 

due to psychographic and socio-economic changes. Also, 

external liberalisations and financial sector reforms have 

influenced the change in distribution of income, consumption 

pattern, saving and investment decisions. With mushroomed 

growth of investment avenues and instruments from traditional 

to innovative ones, the need to study the risk tolerance level of 

investors have increased manifold.  

 

Number of Indian and International studies has been 

conducted to identify the relationship between Demographic 

variables and risk tolerance level of investors but the results 

have not been consistent with respect to identification of major 

drivers or influencing factors among demographics and their 

impact on risk tolerance level. 

 

The inconsistent results from literature where some studies 

reported significant relationship between demographic variables 

and risk tolerance levels and some studies reported the 

contradictory result of insignificant relationship was the driving 

force that inspired the identification of variables of this study. 

 
 

7. Analysis and Results 

TABLE 3: Descriptive Statistics 

Demographic Variables Particulars N % 

GENDER MALE 43 58.10% 

 
FEMALE 31 41.90% 

AGE 20 -30 YRS 12 16.20% 

 
30-40 YRS 51 68.90% 

 
40-50 YRS 11 14.90% 

INCOME UPTO 5 LACS 11 14.90% 

 
5-10 LACS 17 23.00% 

 
ABOVE 10 LACS 46 62.20% 

EDUCATION BACKGROUND GRADUATE 21 28.40% 

 
POST GRADUATE 36 48.60% 

 
DOCTORAL 13 17.60% 

 

PROFESSIONAL 

COURSES- CA,CS, 

MBBS, LLB 

4 5.40% 

MARITAL STATUS MARRIED 51 68.90% 

 
UNMARRIED 23 31.10% 

OCCUPATION SERVICE 44 59.46% 

 
BUSINESS 24 32.44% 

 
STUDENT 2 2.70% 

 
PROFESSIONAL 4 5.40% 

 

Table 3 shows the demographics of the study, Out of the 

sample of 74 respondents, 43 are male (58.1%) and 31 are 

female (41.9%). When respondents are categorized on the 

basis of age, maximum respondents are from 30 – 40 years 

(68.9%) of age category. Respondents are also classified on the 

basis of income, maximum respondents are from income above 

10lacs (62.2%). With higher income, investors are able to invest 

more in different financial avenues. Lower income investors 

usually have limited funds at their disposal, so it is difficult for 

them to invest surplus money in different avenues. On the basis 

of their educational qualification number respondents who are 

post- graduates (48.6%) is more as compared to other 

qualifications (graduates/ doctoral/ professional). The probable 

reason for this may be the knowledge and proficiency of 

investors in assessing risk and returns facilitated by higher 

educational qualification backgrounds. 68.9% of the 

respondents in the study are married investors and 31.1% are 

unmarried. Impact of another demographic variable, marital 

status on risk tolerance is also considered in the study, a 

sample of Married investor (68.9%) and unmarried investors 

(31.1%) is taken for same. Respondents from various different 

occupational groups were taken in the present study, the 

sample comprised of maximum number of service class 
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respondents (59.46%) followed by business class (32.44%), professionals (5.4%) and students (2.7%). 

 

Table 4: RISK TOLERANCE ANALYSIS 

Category Particulars RISK TOLERANCE RISK AVERSION Comment 

GENDER MALE 30.42 3.3 Low  Risk Aversion 

 
FEMALE 23.81 4.2 Average Risk Aversion 

AGE 20 -30 YRS 24.31 4.1 AverageRisk Aversion 

 
30-40 YRS 30.10 3.3 LowRisk Aversion 

 
40-50 YRS 40.13 2.5 Very Low Risk Aversion 

EDUCATION GRADUATE 27.26 3.7 Average Risk Aversion 

 
POST GRADUATE 30.47 3.3 Low Risk Aversion 

 
DOCTORAL 33.42 3.0 Low Risk Aversion 

 
PROFESSIONAL COURSEs 31.67 3.2 Low Risk Aversion 

INCOME UPTO 5 LACS 17.86 5.6 High Risk Aversion 

 
5-10 LACS 24.39 4.1 AverageRisk Aversion 

 
ABOVE 10 LACS 30.26 3.3 Low Risk Aversion 

MARITAL MARRIED 22.22 4.5 High Risk Aversion 

 
UNMARRIED 23.48 4.3 AverageRisk Aversion 

OCCUPATION SERVICE 30.60 3.3 Low Risk Aversion 

 
BUSINESS 28.93 3.5 AverageRisk Aversion 

 
STUDENT 27.88 3.6 AverageRisk Aversion 

 
PROFESSIONALs 25.62 3.9 AverageRisk Aversion 

 

Table 4 shows the risk tolerance capabilities of investors on 

the basis of demographic factors. It is evident from the data 

that, males have higher risk tolerance attitude towards 

investment as compare to females. This implies that Males are 

investing more in high risky investments options as compared to 

their female counterparts (Hanna and Lindamood, 2004; Al-

Ajmi, 2008; Olivares et al., 2008; Gilliam et al., 2010; Faff et al., 

2011; 2008, Bhatt et al. 2013).  When risk tolerance attitude is 

investigated on the basis of age, it is found that people above 

the age of 40 years have high risk tolerance as compare to the 

younger ones. Investors from the age group 40-50 years have 

high risk tolerance because at this age they have acquired 

higher insights into the investment arena and are comparatively 

better in terms of judgement and choices regarding various 

investment avenues (Kumar and Korniotis, 2011). 

 

The study found that post graduates, doctoral and 

professional have same risk tolerance capabilities i.e. all are 

high risk tolerant. This shows that capability of assessing risks 

and its benefits might not depend on the qualification. The 

results are similar to the study conducted by Chattopadhyay 

and Dasgupta, 2015. Although the results are in contradiction 

with previous literature (Gilliam and Chatterjee, 2011) that 

revealed the fact that higher education leads to high risk 

tolerance because of their knowledge towards different 

investment avenues. The study also proved that, risk tolerance 

capability is related to the income of investors (Anbar and Eker, 

2010). Lower income investors are not ready to take higher risk 

because of their limited source of income (Riley and chow, 

1992). On the other hand, higher income investors can take 

higher risk as they are able to diversify their portfolio by 

investing in different types of schemes ranging from high risky 

to zero risky one (Barber and Odean, 2001). 

 

The study also found that married investor has lower risk 

tolerance as compare to unmarried one. Married investor could 

have more responsibility of their family and children. Their 

expenses are higher as compare to unmarried ones (Lease et 

al., 1977). The study did not reveal any substantial difference in 

risk tolerance attitude of investors with respect to their 

occupation. The study found that whether the investor is a 

businessman or a student or a professional, their risk taking 

capabilities remains equivalent. Only the service class investor 

can take higher risk as they might have high knowledge and 

expertise in market investment avenues (Roszkowski et al., 

1993).

 

Results of Regression Analysis 

Table 5: Overall risk tolerance 

Variable B Std. Error T Sig 

(Constant) 27.35 13.31 2.055 0.044 

GENDER -0.072 .037 -1.93 0.047 

AGE 0.172 .081 2.14 0.035 

INCOME 0.289 .047 6.17 0.000 
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EDUCATION BACKGROUND 1.903 1.936 0.983 0.329 

MARITAL STATUS -0.206 .082 -2.25 0.014 

OCCUPATION -1.074 1.609 -0.668 0.507 

 

The above Table 5 reveals the relationship between overall 

risk tolerance and various demographic variable of age, gender, 

income, educational background, marital status and occupation. 

Taking into consideration the changing investment behaviour of 

investors; gender has a negative and significant relationship 

with risk tolerance level (0.047). This implies that male 

respondents are more convinced in their investment choices as 

compared to females who are less risk tolerant. Hence, the 

hypothesis of gender (H02) having no relationship with overall 

risk tolerance of investors stands rejected. The study found that 

age has a positive significant relation with risk tolerance level 

(0.035); the results are consistent with the theory that older 

investor can take more risk than younger investor (Grable et al. 

1999) and provide evidence that respondents from the age 

bracket of 40-50 years are highly risk tolerant. Kumar and 

Kaorniotis, 2011, also gives a possible reason behind the theory 

that older investors might have attained better knowledge and 

expertise in their investment choices that makes them more risk 

tolerant. Hence, the hypothesis of age (H01) having no 

relationship with overall risk tolerance of investors stands 

rejected. 

 

Income also has a highly significant relationship with risk 

tolerance (0.000); as financial ability provides confidence 

towards exploring various risky avenues of investment; although 

maintaining an appropriate balance between risky and non risky 

investment options is desirable. The results are consistent with 

the studies of Terry and Parker (2002),Bernheim et al. (2001), 

Barber et al. (2001) and others. Hence, the hypothesis of 

income (H04) having no relationship with overall risk tolerance of 

investors stands rejected. Marital status also has significant 

(0.014) relationship with risk tolerance levels. Previous studies 

also show that Married investors have more responsibilities as 

compared to the unmarried ones that make them more 

conscious towards their investment choices. Hence, the 

hypothesis of marital status (H03) having no relationship with 

overall risk tolerance of investors stands rejected. 

 

The other side of study reveals that the risk taking capability 

is not affected by the educational background of the investors. 

Professionals, post graduates, doctorates all show high risk 

tolerance in the study and the relation is highly insignificant 

(0.329). This implies that investors make investment choices 

irrespective of their educational qualification. Hence, the 

hypothesis of Educational Qualification (H05) having no 

relationship with overall risk tolerance of investors stands 

accepted. Occupation on the other side has insignificant 

relationship with risk tolerance (0.507), this implies that the 

occupation of the respondents does not play a major role in 

deciding the investment options. The results are not consistent 

with previous studies of Roszkowski et al. (1993); 

Maccrimmonet. al. (1985); Anbar et al. (2010). Hence, the 

hypothesis of occupation (H06) having no relationship with 

overall risk tolerance of investors stands accepted. In addition to 

the above results, the constant is found to be significant (0.044). 

This indicates that besides the variables undertaken in the 

study, there are other relevant and impactful factors available in 

the settings that motivate investors to indulge in particular kind 

of investment behaviour.  

 

Present study also investigates the relationship between 

high risk tolerance and demographic variables (Table 6) and; 

low risk tolerance and demographic variables (Table 7). 

  

Table 6: High risk tolerance 

Variable B Std. Error T Sig. 

(Constant) 25.272 2.818 8.968 0.000 

GENDER -0.081 0.316 -2.633 0.013 

AGE 0.219 0.068 3.23 0.002 

INCOME 0.329 0.039 8.24 0.000 

EDUCATION BACKGROUND -0.182 0.445 -0.409 0.685 

MARITAL STATUS 0.11 1.131 0.098 0.923 

OCCUPATION 0.122 0.359 0.339 0.737 

 

The results of study (Table 6) examining relationship 

between higher risk tolerance and demographic variables 

reveals that gender (0.013), age (0.002) and income (0.000) 

has significant relationship. It is found that gender, age and 

Income has almost similar results as in overall risk tolerance 

levels. In case of marital status, results are in contrast from the 

overall risk tolerance. On the other hand, study has found that 

high risk tolerance level has no significant relationship with 

educational background (0.685) and occupation (0.737). 

Moreover, the constant is also statistically significant (0.000) in 

high risk tolerance which means apart from demographic factors 

other variables are also present and are relevant while taking 

decision in investment choices. 

 

Hence, H07, the hypothesis for significant relationship of 

demographic variables of age, gender and income stands 

accepted and for educational qualification, marital status and 

occupation the hypothesis stands rejected. 
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Table 7: Low risk tolerance 

Variable B Std. Error T Sig. 

(Constant) 3.999 18.18 0.22 0.827 

GENDER -2.412 5.244 -0.46 0.649 

AGE 0.192 0.083 2.882 0.049 

INCOME 1.413 0.344 4.411 0.000 

MARITAL STATUS 0.785 3.608 0.218 0.049 

EDUCATION 

BACKGROUND 
5.259 3.277 1.605 0.119 

OCCUPATION 0.029 2.88 0.01 0.992 

 

The results of study (Table 7) examining relationship 

between low risk tolerance and demographic variables indicates 

that age (0.049), income (0.000) and marital status (0.049) has 

significant relationship. It is found that age and Income has 

almost similar results as in overall risk tolerance levels and in 

high risk tolerance levels. In case of marital status (0.049), 

results are in contrast from the high risk tolerance but are 

consistent with the results of overall risk tolerance. On the other 

hand, study has found that low risk tolerance level have 

insignificant relationship with educational background (0.119) 

and occupation (0.992).the results are similar to that of overall 

and high risk tolerance. However, in this case the constant is 

not statistically significant (0.827); this depicts that variables in 

the study are explaining the behaviour of the investor to an 

extent. 
 

Hence, H08, the hypothesis for significant relationship of 

demographic variables of age and income stands accepted and 

for gender, educational qualification, marital status and 

occupation the hypothesis stands rejected. 
 

8. Conclusion 

The study concludes that the inverse relationship of risk 

aversion and risk tolerance is dependent on many factors, 

demographic variables being one major contributing factor. The 

overall results of present study reveals that demographic 

variables have a significant impact on risk tolerance. The results 

confirm that female investors are less risk tolerant as compared 

to their male counterparts. Married investors tend to be less risk 

tolerant than unmarried ones. Age of the respondent and level 

of risk tolerance have a positive relationship with each other. 

The results are consistent with previous studies that preserve 

the fact that higher the income, higher is the risk tolerance level 

of investor. The study also reveals that Educational qualification 

and occupation both have no relation with the risk tolerance 

levels. 

 

The analysis of the relationship between demographic 

variables and overall risk tolerance levels reveals that gender, 

age, income and marital status are significantly related with 

overall risk tolerance. On the other hand, educational 

qualification and occupations are not significantly related with 

overall risk tolerance. A detailed investigation of the relationship 

between demographic variables and high risk tolerance and low 

risk tolerance was done separately to identify whether all 

demographic variables have similar impact on investors 

portraying varied intensity to bear risk. The study found that 

demographic variables of age and income have significant 

impact on overall, high and low risk tolerance levels. On the 

other hand, the result of income having a significant impact is 

true for overall and high level of risk tolerance and not for low 

risk tolerance level.  

 

Findings and insights from the present study can be of 

utmost importance for financial service provider firms wherein 

different strategies of portfolio management can be identified 

and implemented taking into consideration the demographic 

profile of the investor. Also, with changing demographics in 

today‟s scenario needs more in-depth studies related to the 

subject as present study had used limited number of 

demographic variables and there is still scope of inclusion of 

more variables in the study. This gives an opportunity to future 

researchers to include more demographic variables and other 

socio psychographic variables in their researches. 
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